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Direct Testimony of Jeff Schlegel, SWEEP
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The Southwest Energy Efficiency Project (SWEEP) provides the revenue requirements
direct testimony of Mr. Jeff Schlegel below.

The Ratepayer Costs of APS Energy Efficiency Programs Should be Recovered in
Base Rates

Q. What is SWEEP's proposal for recovery of APS energy efficiency program funding
in base rates?

A. SWEEP recommends that energy efficiency program funding should be expensed in
base rates annually. Energy efficiency is one of the fastest growing energy resources
for meeting APS customer needs and projected load growth, and it is the least cost
resource. Therefore, energy efficiency should be adequately funded through a stable,
fully embedded funding and cost recovery mechanism in base rates. Recovering the
ratepayer costs of energy efficiency programs in base rates would be consistent with
the treatment of other energy resources, whose costs are not recovered through a
surcharge nor explicitly identified in the current format of utility bills.

The Demand Side Management (DSM) adjustor mechanism should still remain in
place, but it should be used as an adjustor to recover or refund any energy efficiency
funding amounts that may vary above or below the amount of energy efficiency
funding in base rates.

Q. Does SWEEP support the APS proposal to include a significant portion of energy
efficiency funding in base rates?

A. In the past, SWEEP has supported the $10 million of APS energy efficiency funding
currently in base rates, and SWEEP recommends increasing that amount so that a
significant portion of total energy efficiency funding will be recovered in base rates.

The Transparency of Energy Resource Costs to Customers Should be Improved

Q. Does APS currently show the ratepayer costs of other energy resources on the
customer bill to provide transparency for customers?

A. No. Currently, APS does not provide any such transparency regarding the ratepayer
costs of other major energy resources - on the utility bill or in any other manner. In
addition, APS shows the adj Astor cost recovery on the utility bill for some resources
(energy efficiency), while not disclosing to customers the ratepayer costs of other
energy resources such as natural gas and coal plants, and recovering their costs in
base rates rather than through an adjustor.

Q. What are SWEEP's objectives for its proposal?

A. SWEEP has two objectives: (1) provide transparency regarding the ratepayer costs of
all major energy resources in a consistent manner, and (2) treat the recovery of
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ratepayer costs of all major energy resources in a consistent and equitable manner, by
recovering the costs in base rates - as recommended above. SWEEP respectfully
requests that APS, parties, and organizations - including the Commission - who state
that they are in favor of transparency of costs for customers and equitable treatment
of cost recovery for energy resources, should consider the facts and address the issues
directly. It is time to improve the inequitable and non-transparent treatment of
resource costs.

Q. How should transparency of ratepayer costs for energy resources be addressed?

A. SWEEP recommends that APS provide information to customers on the ratepayer
costs of major energy resources at all times via the web, and quarterly or annually via
a bill insert, email, and/or other communication - and not on the customer bill itself.
This cost information could include a simple and transparent pie chart that illustrates
how each dollar of the utility bill is spent, with the ratepayer costs associated with
each energy resource (and other costs) clearly delineated. SWEEP also recommends
simplifying the customer utility bill by presenting fewer cost categories and treating
all energy resources equitably, meaning not disclosing the costs of any of the
individual major energy resources on the utility bill.

Q. Does SWEEP have a recommendation for the Commission?

A. Yes. The Commission should order APS, within 120 days of the Commission order in
this proceeding, to file a proposal to provide information to customers on the
ratepayer costs of major energy resources at all times via the web, and quarterly or
annually via a bill insert, email, and/or other communication. APS should convene a
stakeholder group to offer input on how best to provide the information, and to
review and comment on options and work products.

Q. Does this conclude your revenue requirements direct testimony?

A. Yes.
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